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C ommodore International Limited is a fully integrated 
manufacturer of advanced microcomputer systems, 
semiconductor components, consumer electronic 
products, and office equipment. Manufacturing facilities are 
located in North America, Europe and the Far East. Marketing 
is worldwide. Research is devoted primarily to the 
development of new products using solid state integrated 
circuitry, computer technology and consumer electronics. 
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(000s omitted, except per share amounts) 

Year Ended 30 June 


1984 

1983 

% Change 
1982 1984 vs 1983 

Net Sales 

$1 

,267,200 

$681,200 

$304,500 

+ 86% 

Pre-tax Margin 


17.7% 

16.6% 

16.7% 


Net Income 111 

$ 

143,800 

$ 88,000 

$ 40,600 

+63% 

Earnings Per Share 11 ’ 

$ 

4.66 

$ 2.86 

$ 1.32 

+63% 

Shareholders’ Equity 

$ 

324,400 

$190,700 

$105,900 

+70% 

Average Shares Outstanding 


30,859 

30,809 

30,800 


Quarterly Earnings Per Share* 11 

1st Quarter 

$ 

.79 

$ .44 

$ .24 


2nd Quarter 


1.62 

.74 

.30 


3rd Quarter 


1.18 

.81 

.35 


4th Quarter 


1.07 

.87 

.43 


Total 

$ 

4.66 

$ 2.86 

$ 1.32 



1 Excludes extraordinary item. 


Net Sales 


(millions) 


$1,267.2 


$681.2 



Net Income 

before extraordinary item 
(millions) 


Earnings Per Share 

before extraordinary item 


$143.8 


$ 88.0 


80 81 82 83 84 



$4.66 


$ 2.86 


80 81 82 83 84 
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To Our 

Shareholders 


W e are pleased to report that in our 26th year of business Commodore’s 
growth rapidly surpassed the billion dollar sales mark. It was also the 
seventh consecutive year of record sales, net income and earnings 
per share. 

Sales Gain 86%; Net Income Up 63% ; Earnings Per Share Rise 63% 

For fiscal year ended June 30th, 1984 sales reached $1,267.2 million, an increase 
of 86% over fiscal 1983 sales of $681.2 million. Net income rose 63% to 143.8 million 
compared to last fiscal year’s record income of $88.0 million, before extraordinary 
item. This is $4.66 per share versus $2.86 per share in fiscal 1983, representing 
a gain of 63%. 

As an important barometer of our financial strength, Commodore has for the fifth 
consecutive year been able to report a return on average shareholders’ equity of over 
30%, by attaining 55.8% for the 1984 fiscal year. 

Computer Sales 

During fiscal 1984 we continued to consolidate and improve upon our position as 
the world’s leading microcomputer producer by selling more microcomputers than 
any other company. Sales outside of the United States rose to $607.5 million. This rep¬ 
resents 47.9% of our total sales. Furthermore, European sales of home computers 
began to show the same kind of dramatic growth which we have been experiencing 
in North America, and Commodore benefits from a traditionally strong presence in 
these markets. 

The Commodore 64 is the world’s top selling microcomputer and continues to 
gain in strength. This is consistent with Commodore’s philosophy to further enhance 
present products while designing new microcomputers to deliver the best price/ 
performance available to the user. By maintaining this philosophy we are able to so¬ 
lidify our strong position in the sale of home computers. Later in this report you will 
read of the innovative new computer products that are designed to give us a stronger 
profile in the sale of business computers starting in calendar year 1985. 

Peripheral Sales 

With our extremely large installed base of computers the aftermarket for 
peripheral device sales is expanding rapidly. This is particularly true of the home 
computer sector where systems are more typically built up over a period of time. In 
the 1984 fiscal year our peripheral sales were $455 million compared to $125 million 
in the prior year. This represents 35.9% of our total sales. We are continuing to add to 
and expand the range of peripherals we offer to our users. 

Software Sales 

The establishment of our own software division in fiscal 1983 is now beginning 
to show results. In the 1984 fiscal year our software sales were $82 million. We now 
have a comprehensive range of software titles and are introducing highly innovative 
products that are emerging as market leaders. We are also setting precedents by intro¬ 
ducing a new computer to the market which includes a software package of built-in 
applications. Our new Commodore Plus/4 is being released with an integrated 
package of wordprocessing, file management, spreadsheet analysis and graphics. 

Semiconductor Operations 

Our considerably expanded semiconductor operations are now exclusively dedi¬ 
cated to meeting our internal demand. During the year we successfully started up our 
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new five inch wafer fabrication line at our Costa Mesa, California facility. 

Licensing agreements have also been reached with other semi-conductor design¬ 
ers for potential production of some of their microprocessors in our semiconductor 
manufacturing facilities. 

Financial Indicators 

Increased attention to asset management has resulted in a healthy financial condi¬ 
tion at fiscal 1984 year end. Our financial ratios all improved over last year, and we 
feel confident that our financial strength will continue to improve. 

Higher asset utilization and profits strengthened our balance sheet considerably at 
fiscal 1984 year end. The company’s net worth grew to $324 million from $191 million 
while total liabilities fell $68 million. The debt/net worth ratio is the most favorable 
the company has reported in several years. 

Banking institutions in the United States, Canada, England and West Germany re¬ 
cently extended new medium-term revolving credits to Commodore subsidiaries 
totaling $190 million which, in addition to over $120 million in existing lines of 
credit worldwide, will give the company the financial flexibility to pursue its grow¬ 
ing markets. 

Manufacturing Growth 

During the year we have continued to consolidate our production facilities and 
control centered in Hong Kong. Several changes and new appointments were made 
in our management structure in the Far East to streamline and strengthen coordina¬ 
tion to meet our growing needs. We successfully expanded our Far East operations 
with an additional facility in Taiwan. In our computer assembly operations we have 
completed the start up phase of a new 230,000 square feet facility in Britain. 

Technology 

Commodore continues to invest heavily in various technologies which support 
our future product growth and cost competitiveness. During the 1984 fiscal year our 
expenditure in research and development was $40.3 million. Shortly after the end of 
fiscal 1984, we concluded arrangements to acquire Amiga Corporation of Santa Clara, 
California. Amiga is at the forefront of unique microcomputer design technology 
which, supported by Commodore’s technological, manufacturing and marketing 
strengths, will enable us to capitalize on new and exciting microcomputer advances. 

Management 

Commodore is dedicated to achieving high volume and low-cost products for the 
markets we serve, under the leadership of strong management to direct our increas¬ 
ing international and diverse operations. 

On behalf of the management of Commodore we wish to acknowledge our ap¬ 
preciation for the support of our employees, customers and suppliers and to thank 
you—our shareholders, for being an integral part of our continuing success. We look 
forward to another successful year as we begin fiscal 1985. 

£ - <) - 
Marshall F. Smith 

President and Irving Gould 

Chief Executive Officer Chairman of The Board September 30,1984 
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Commodore 

Products: 

Computers 


C omputers are at the 
heart of Commo¬ 
dore’s range of 
products. As the 
market has grown, so has 
Commodore’s product line 
grown to meet the differing 
needs of its users. 

Home and Personal 
Computers 

In the home computer 
sector, the Commodore 64 
has received acclaim in lead¬ 
ing computer magazines as 
“The Home Computer Of 
The Year.” During the 1984 
fiscal year the Commodore 
64 also became the top sell¬ 
ing microcomputer in the 
world. As we enter fiscal 
1985, we look forward to 
continued success. The 
Commodore 16 and Plus/4 
will be introduced in time 
for the 1984 Fall and Christ¬ 
mas selling seasons. 

The Commodore 16 is an 
entry level machine priced 
extremely competitively in 
relation to its performance. 
The Commodore Plus/4 has 
a similar performance capac¬ 
ity to the proven Commo¬ 
dore 64 but with a strong 
emphasis on productivity. 
Although the retail price will 
be above that of the Com¬ 
modore 64, it will be sold 
complete with an integrated 
package of four productivity 
programs. These can be in¬ 
stantly called at the press of a 
key to perform word pro¬ 
cessing, spreadsheet calcula¬ 
tions, database management 
and graphics. Both of these 
new computers are compat¬ 
ible with the same range of 
major peripherals presently 
being sold with the Commo¬ 
dore 64. 


Educational 

Computers 

The Commodore 64 
continues to be extremely 
successful in schools. It is 
complemented by a new 
introduction, The Educator 
64, completely compatible 
with all C-64 software. 

In Germany, where we sell 
an estimated 40% of school 
microcomputers, a special 
version called the Commo¬ 
dore 4064 has been intro¬ 
duced and is selling well. 
Commodore intends to con¬ 
tinue developing this market, 
and we believe several of our 
newly introduced products 
will be very successful in the 
educational market. 

Business Computers 

Our business computer 
sales in the last year have 
been primarily concentrated 
outside of the United States. 
The mainstays of our product 
range have been the tradi¬ 
tional CBM 8032 and 8096 
models. The latter range 
has been upgraded with the 
introduction of the CBM 8296 
which includes integral dual 
disk drives. Because of the 
large installed base of its pred¬ 
ecessors and the extensive 
local language software avail¬ 
able, the CBM 8296 has been 
well received in Europe. 


During the last year we 
further developed a strong 
range of business computers 
for introduction in 1985. 
These include an IBM com¬ 
patible machine with 256K 
RAM, expandable to 640K 
RAM. With Commodore’s 
cost-effective production it 
is anticipated that we can 
become a key supplier to 
the IBM compatible market. 

We also are developing a 
UNIX® compatible machine 
which we introduced at the 
Hannover Show in West 
Germany this year. The 
machine is multi-user and 
multi-tasking with 16 bit 
architecture at an advanced 
level and will use a Commo¬ 
dore developed interface 
Computer Universal Shell 
(CUSH). These new business 
machines will be introduced 
into distribution starting in 
1985 and will considerably 
strengthen our overall offer¬ 
ings in this sector of the 
microcomputer market. 

UNIX is a trademark of AT&T. 


A full range of home and 
business computers 
which constitute the core 
of Commodore’s business. 
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Commodore 

Products: 

Peripherals 


N ow that Commo¬ 
dore has the largest 
installed base of 
any microcom¬ 
puter manufacturer world¬ 
wide, there is an ever 
increasing potential in 
peripheral sales. This is 
especially true in the home 
market sector where the 
components of a complete 
computer system are more 
often bought one piece at a 
time starting with the main 
computer. For example, it is 
estimated that only 10% of 
consumers buy a printer with 
their initial home computer 
purchase. 

Accordingly, Commodore 
has produced a range of “in¬ 
telligent” peripherals that do 
not generally use any of the 
main computer’s memory to 
operate and can be simply 
connected without costly 
special interfaces. This is a 
cost-effective advantage 
which enables us to ensure 
that we get a high percentage 
of the peripheral sales that 
complement our computers. 
During the 1984 fiscal year 
our peripheral sales ac¬ 
counted for 35.9% of our 
business. This compares to 
18.4% in fiscal year 1983- The 
same approach has enabled 
us to offer Commodore users 
a very cost-effective overall 
computer system which in¬ 
creases its attractiveness to 
new purchasers. 


A Full Range of Disk 
Drives and Printers 

Commodore has com¬ 
plemented its broad variety 
of computers with two prime 
ranges of peripherals. One 
segment consists of periph¬ 
erals marketed for our home 
and personal computers— 
those compatible with the 
VIC 20, Commodore 16, 
Commodore 64, and Plus/4. 
For our business computers 
we market a line of high 
quality IEEE peripherals. 

In addition a full range of 
printers is offered for all of 
our computers. 

A Range of Other 
Peripherals 

Commodore offers a wide 
range of other peripheral 
products. These include cas¬ 
sette drive units, joysticks 
and paddles. A range of low- 
price modems is also offered 
for the growing telecom¬ 
munications market where 
Commodore’s strong market 
position has made telecom¬ 
puting accessible to the 
masses. The introduction of 
our new Automodem has 
added auto answer/auto dial 
capabilities to our telecom¬ 
munications line. 

A major value item which 
htts proven extremely pop¬ 
ular in the marketplace is 
our color monitor. With the 
growth in popularity of com¬ 
puters, the consumer is be¬ 
ginning to prefer a video 
monitor to a television set. 


At Commodore we have 
monitors with built-in special 
circuitry to enhance the clar¬ 
ity of our own computers’ 
video output. This makes 
Commodore monitors par¬ 
ticularly attractive to our 
installed base of users. 

In addition to our general 
range of products, some of 
our regional operating com¬ 
panies offer specialized 
peripherals to meet their 
particular market needs. 
These include, for example, 
an Input/Output controller 
and plotter in the German 
market where we have a 
strong presence in scientific 
use. Commodore is also 
evaluating for future inclu¬ 
sion in our product line 
peripherals such as touch¬ 
screens and mouse con¬ 
troller prototypes which 
have been shown at recent 
trade fairs. 


Peripherals to 
complement any 
Commodore computer 
including monitors, disk 
drives and printers. 
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Commodore 

Products: 

Software 


I n the 1983 Annual Re¬ 
port we announced 
that Commodore was 
making a major com¬ 
mitment to the development 
of high quality software with 
the establishment of the 
Commodore Software Divi¬ 
sion. During the 1984 fiscal 
year our software sales were 
$82 million of our total sales 
compared to $63 million in 
fiscal 1983- 

One of our most impor¬ 
tant achievements in the past 
year is the development of 
a comprehensive range of 
leading software products 
that have significantly en¬ 
hanced the attractiveness of 
our hardware. These soft¬ 
ware products cover a full 


spectrum from productivity, 
business, education, com¬ 
munications, programming, 
and entertainment to art 
and music. 

We have a strong range 
of software products and 
continue to concentrate on 
providing innovative pro¬ 
ductivity software products 
for the home and office 
and new products which 
incorporate speech. In ad¬ 
dition to the entertainment 
value of recreational soft¬ 
ware, speech synthesis aug¬ 
ments the capabilities of 
our educational products. 


Operating Systems 

During the last fiscal year 
Commodore licensed a key 
operating system to be used 
in our future business prod¬ 
ucts the UNIX compatible 
COHERENT™ system. We 
believe this system, in 
addition to our licensed 
MS/DOS™ system, will en¬ 
able us to create a much 
stronger presence in the 
business sectors of the mar¬ 
ket in calendar 1985. 

MS/DOS, and COHERENT are trademarks of 
Microsoft Corporation, and Mark Williams 
Company, respectively. 


Commodore has high 
quality software products 
available for every 
application from games to 
serious productivity. 























Commodore 

Manufacturing 


C ommodore con¬ 
tinues to strive to 
maintain its position 
as a high volume 
cost-effective producer. Our 
products are designed with 
volume production in mind. 
Buying is done on an inter¬ 
national basis in order to 
achieve the most effective 
pricing. This requires a 
strong logistics control 
operation which has been 
reinforced at our Far East 
facilities—the hub of our 
manufacturing and pro¬ 
curement activities. 

Our manufacturing is 
done in three stages. These 
are the semiconductor wafer 
fabrication, the semiconduc¬ 
tor packaging and board as¬ 
sembly operations, and the 
final assembly operations. 

Semiconductor Wafer 
Fabrication 

This initial phase of the 
manufacturing operation 
is done primarily in North 
America where Commodore 
has invested heavily over re¬ 
cent years. This investment 
ensures our own supply of 
key components. During the 
last fiscal year our five inch 
wafer fabrication facility at 
Costa Mesa, California be¬ 
came fully operational and is 
one of the most advanced in 
the industry. Our other major 
semiconductor facility is in 
Norristown, Pennsylvania. 


Prime Assembly 
Operations 

While demand for many 
of our products sometimes 
resulted in short supply 
during the last year, we are 
pleased to report that our 
principal production opera¬ 
tions have substantially in¬ 
creased volume over the last 
fiscal year. Key to this volume 
increase has been our ex¬ 
panded Hong Kong oper¬ 
ations which now control 
our Far East manufacturing 
operations under a single 
coordinated management. 

In addition to the 220,000 
square feet Kwai Chung 
Center in Hong Kong, which 
became operational last 
year, we have established a 
major operation in Taiwan 
that will add considerably 
to our manufacturing capac¬ 
ity. In addition, our joint 
venture with Mitsumi 
Electric Company in Japan 
is now producing disk 
drives in volumes exceed¬ 
ing our initial expectations. 


Final Assembly 
Operations 

Our final assembly opera¬ 
tions are located near our 
major markets in order to 
minimize freight costs and 
to enable any differences in 
local technical requirements 
to be met by those most 
familiar with them. This also 
gives us the greatest flexibil¬ 
ity in adjusting the final pro¬ 
duction processes to meet 
any changing market needs. 
These locations are in 
West Chester, Pennsylvania; 
Braunschweig, West Ger¬ 
many, and an additional final 
assembly operation in Corby, 
United Kingdom which 
started production in August. 


A chip under test prior to 
packaging. Tiny probes 
are lowered onto the chip 
to connect the chip 
circuitry to the tester 
being used to verify that 
the chip is functional. 
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Commodore 

Marketing 


ommodore com¬ 
puters are now sold 
in more retail out¬ 
lets worldwide than 
any other computer, and our 
international distribution 
has continued to grow and 
strengthen in the last year. In 
Europe, where we have tradi¬ 
tionally been strong in both 
the office and home sectors, 
several steps were taken to 
strengthen our position. 
These included the integra¬ 
tion of joint ventures in Den¬ 
mark, Norway and Holland 
into fully-owned subsidiaries 
of Commodore International. 


International Acclaim 

During the last year our 
Commodore 64 computer 
was voted “Home Computer 
Of The Year” by a group of 
leading computer magazines 
in Germany, Britain, France, 
Spain, Holland and the 
United States. In the United 
Kingdom we became the first 
microcomputer manufac¬ 
turer to receive the coveted 
Royal Warrant of “By appoint¬ 
ment to Her Majesty The 
Queen” which we were 
proud to receive. 


International 

Exhibitions 

While Commodore has 
been a leading exhibitor in 
the major international mi¬ 
crocomputer shows, such 
as the Consumer Electronics 
Show in North America and 
the Hannover Fair in West 
Germany, it is important to 
note the growth and success 
of Commodore-sponsored 
exhibitions. These exhibi¬ 
tions are organized by 
Commodore and feature 
only Commodore related 
products. The major 
Commodore-sponsored 
shows this year were in 
Germany, Canada and the 
United Kingdom. At this 
year’s British show atten¬ 
dance swelled to nearly 
50,000 visitors. In Canada 
our “World Of Commodore” 
show drew more visitors 
than the National Canadian 
Computer Exhibition. Both 
shows were extremely well 
supported by software and 
specialist peripheral sup¬ 
pliers of Commodore com¬ 
patible products. 



Promotional Activities 

The last year was an active 
year for our promotional 
activities which included 
sponsoring a marathon in 
Australia, a Computer Art 
competition in Britain, pro¬ 
motions with the Bayern 
Munich Soccer team in West 
Germany, and joint promo¬ 
tions with Coca-Cola in the 
United States and Pepsi-Cola 
in Canada. These activities 
augmented our award¬ 
winning advertising and 
helped to firmly establish the 
Commodore brand name in 
consumers’ minds. 

Geographic 

Diversification 

One of die keys to our 
success is that we have profi¬ 
ciently combined an interna¬ 
tional marketing orientation 
with local geographic 
specialization. In over 60 
countries worldwide we em¬ 
ploy talented managers, 
knowledgeable in local mar¬ 
kets, to handle our opera¬ 
tions from distribution and 
advertising to software 
development in local lan¬ 
guages. This geographic 
diversification enables 
our computers to be sold 
through several thou¬ 
sand outlets throughout 
the world. 


Commodore’s worldwide 
marketing thrust has 
helped to put the name 
“Commodore” in the 
forefront of the 
computer industry. 
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Commodore 

Technology 


C ommodore’s 
investment in 
technology devel¬ 
opment has sup¬ 
ported its product growth 
and cost competitiveness. 

We believe the depth of our 
technical strengths is one 
of our greatest assets. 

In recent months we have 
been successful in substan¬ 
tially increasing our en¬ 
gineering resources. During 
the next year we will be 
opening an additional re¬ 
search and development 
facility in the heart of Silicon 
Valley in California. Particular 
emphasis will be made in 
computer aided design, 
where we have currendy 


embarked upon a multimil¬ 
lion dollar investment pro¬ 
gram. This will considerably 
accelerate future develop¬ 
ment. In particular it will en¬ 
able us to run numerous 
simulations while designing 
circuits to maximize their 
production yields incor¬ 
porating our own process 
rules prior to introduction 
into large scale production. 


Semiconductor 

Development 

We have continued to 
invest strongly in our 
semiconductor operations. 
While we have developed a 
number of special proprie¬ 
tary products to enhance the 
features of existing products, 
we have also been involved 
in licensing major devices 
from other companies. 
Commodore’s development 
in these instances is focused 
upon enhancing these prod¬ 
ucts in order to maximize the 
overall cost-effectiveness of 
the computer systems. This 
is accomplished through 
the development of our 
own proprietary chips to 
minimize the overall com¬ 
ponent count and cost per 
computer. 


Research and 
Development 
Expenditures 

(millions) 



Computer Aided Design is 
the wave of the future... 
allowing Commodore 
to bring innovative 
developments to market 
quickly and efficiently. 
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Worldwide 

Distribution 


O ne of Commo¬ 
dore’s principal 
strengths is its 
worldwide retail 
distribution. 

Creating mass distribution 
for home computers is one of 
Commodore’s most salient 
achievements. The number of 
outlets carrying Commodore 
home computers has ex¬ 
panded from less than 3,000 
stores in 1981 to nearly 35,000 
worldwide at the end of 
fiscal 1984. 

Commodore computer 
systems are now sold in the 
world’s most successful mass 
retail outlets, specialty com¬ 
puter stores, small retail 
chains, and catalogue show¬ 
cases. With this combined dis¬ 
tribution, Commodore makes 
affordable, high performance 


computers easily accessible 
to consumers throughout 
the world. 

In order to facilitate this 
expanded distribution, 
Commodore has continued 
expansion in manufacturing 
and assembly. Two key areas 
are the new Corby facility 
in the United Kingdom and 
the new 220,000 square feet 
Kwai Chung Center located 
in Hong Kong. 

Both installations became 
operational during this fiscal 
year and will allow Commo¬ 
dore to better serve our 
growing distribution. 





In addition to these ex¬ 
pansions, Commodore has 
established a major opera¬ 
tion in Taiwan. 

Our penetration of the 
world marketplace con¬ 
tinues, in keeping with 
Commodore’s international 
orientation. 

Specific locations of 
Commodore companies, 
manufacturing facilities and 
national distributors are 
shown on the accompany¬ 
ing map. 


Commodore Headquarters • 

Commodore Sales 
Companies * 

Commodore 

Manufacturing Facilities * 

Commodore Sales & 
Distribution * 
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Financial 

Review 


Net Sales 

Net sales increased 86% to a record $1,267 
million in fiscal 1984 compared with $681 
million in 1983 and $305 million in 1982. This 
growth was attributable to two microcomputer 
products, the VIC 20 and Commodore 64. The 
VIC 20 was introduced in the fourth quarter of 
fiscal 1981 and Commodore 64 was introduced 

Net Sales 

(millions) 


in the first quarter of fiscal 1983. Home computer 
sales were $619 million in 1984 compared with 
$306 million in 1983. Sales of disk drives, printers, 
other peripheral products and software also 
grew significantly. As highlighted in the table 
below the Company’s growth was strong in 
all geographical areas: 



1984 

% 

Change 

1983 

0/ 

/O 

Change 

1982 

North America 

$761.2 

52 

$500.6 

187 

$174.3 

Europe 

463.6 

198 

155.6 

47 

106.0 

Australia/Asia 

42.4 

70 

25.0 

3 

24.2 


$1267.2 

86 

$681.2 

124 

$304.5 


Costs, Expenses and Profit Margins 

In June 1983 a strategic decision was made 
to reduce selling prices of the Commodore 
64 and related peripheral products to stimulate 
demand and increase market share. As indicated 
by the 1984 sales growth, the strategy was most 
successful. As anticipated, gross margin as a 
percent of sales declined to 36.8% in fiscal 1984 
from 47.1% in 1983 and 47.8% in 1982. However, 
gross margin dollars increased to $466.8 million 
in 1984 from $320.8 million in 1983 and $145.4 
million in 1982. 

In fiscal 1983 the Company launched a new 
product through a major advertising effort, 
primarily in North America. In fiscal 1984 the 
amount of advertising in North America was 
heavy while advertising in Europe increased. 
Total advertising expenses were $62.0 million in 
1984 compared with $63.6 million in 1983 and 
$23.0 million in 1982. Due to the rapid sales 
growth and continued management control over 
other selling and general and administrative ex¬ 
penses, these expenses have steadily decreased 
as a percentage of sales. Total selling, including 
advertising, and general and administrative 
expenses were 14.3% of sales in 1984 compared 
with 23.9% in 1983 and 23.2% in 1982. 

To maintain the Company’s unique 
competitive advantage, heavy research and 
development effort has been focused on 
semiconductor and systems technology. Total 
research and development costs increased to a 
record $40.3 million in fiscal 1984 compared 
with $37.4 million in 1983 and $17.9 million 
in 1982. 

In fiscal 1984 pretax income almost doubled 
to a record $224.5 million, or 17.7% of sales. 
Pretax income was 16.6% of sales in 1983 and 


16.7% in 1982. The Company’s effective income 
tax rate increased to 36% in 1984 from 22% 
in 1983 and 20% in 1982 due to increasing 
profitability in countries with high tax rates. The 
impact of inflation is presented in the notes to 
the consolidated financial statements. 

Liquidity and Capital Resources 

Working capital provided by operations 
reached a record $166.7 million in fiscal 1984, 
compared with $104.3 million in 1983 and 
$49.0 million in 1982. The most significant item 
contributing to this increase was the record 
income before extraordinary item of $143.8 
million in 1984, compared with $88.0 million 
in 1983 and $40.6 million in 1982. 

In 1983 and 1984 capital expenditures 
accounted for the major use of working capital. 
Capital expenditures were $42.7 million in 1984 
and $46.4 million in 1983. The major projects 
included expansion of wafer fabrication capacity 
at two plants in the U.S., acquisition of the 
building lease for US computer assembly 
operations, purchase of a manufacturing plant 
for semiconductor and printed circuit board 
production in Hong Kong and construction 
of a computer assembly plant in the United 
Kingdom. 

In fiscal 1984 working capital increased by 
almost $100 million to a record $304.5 million 
from $204.8 million in 1983 and $99.1 million in 
1982. Due to strong sales and improved asset 
management, inventories at 30 June 1984 were 
less than the prior year. A large portion of the 
cash generated from operations in fiscal 1984 
was used to reduce both long and short-term 
obligations. 

The demand of the home computer market 
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is somewhat seasonal with heavy inventory 
requirements preceding the holiday selling 
season. Inventories increase significantly in 
the fall. To accommodate this seasonality, the 
Company renegotiated its worldwide bank 
facilities in the spring of 1984. A group of banks 
has agreed to provide $125 million of long-term 


revolving credits and short-term bank lines in 
the US and commitments have been obtained for 
$175 million of various facilities from non-US 
banks. It is anticipated that internally generated 
funds plus the lines of credit will be sufficient to 
maintain high growth and meet the Company’s 
future capital requirements. 


Gimmodort* International Limited and Subisidiaries 
(000s omitted, except per share amounts) 


Year Ended 30June 

1984 

1983 

1982 

1981 

1980 

Net sales 

SI,267,200 

$681,200 

$304,500 

$186,500 

$125,600 

Gross profit 

466,800 

320,800 

145,400 

82,800 

50,600 

Operating expenses 

221,900 

199,900 

88,400 

48,100 

29,100 

Interest expense, net 

20,400 

8,000 

6,200 

3,900 

3,200 


242,300 

207,900 

94,600 

52,000 

32,300 

Income before income taxes 
and extraordinary item 

Provision for income taxes 
(net of reversal of $1,700 in 

224,500 

112,900 

50,800 

30,800 

18,300 

1980 for U.K.taxes) 

80,700 

24,900 

10,200 

5,900 

2,100 

Income before extraordinary item 

143,800 

88,000 

40,600 

24,900 

16,200 

Extraordinary item <u 

— 

3,700 

3,700 

500 

700 

Net income 

$143,800 

$ 91,700 

$ 44,300 

$ 25,400 

$ 16,900 

Earnings per share 121 : 

Income before extraordinary item 131 

S 4.66 

$ 2.86 

$ 1.32 

$ .81 

$ .52 

Extraordinary item 0 ’ 

— 

.12 

.12 

.01 

.02 

Net income 

S 4.66 

$ 2.98 

$ 1.44 

$ .82 

$ .54 

Weighted average shares 12 * 

30,859 

30,809 

30,800 

30,920 

31,186 

Financial Position—30 June 

Current assets 

$574,400 

$532,700 

$182,300 

$111,700 

$ 67,100 

Current liabilities 

269,900 

327,900 

83,200 

50,200 

29,100 

Working capital 

304,500 

204,800 

99,100 

61,500 

38,000 

Total assets 

679,000 

614,600 

235,400 

145,100 

88,900 

Long-term debt 

77,300 

92,000 

44,400 

32,000 

24,300 

Shareholders’ equity 

324,400 

190,700 

105,900 

61,600 

35,500 


in Tax henefit of net operating loss carryforward. 

(2, Earnings per share and weighted average shares for fiscal years 1980 through 1982 reflea all stock splits. 
<3, Indudes $.05 relating to reversal of U.K. taxes in fiscal 1980. 


Five-Year 
Comparison 
of Selected 
Financial 
Data 
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Working Capital 


(millions) 


400 


300 



80 81 82 83 84 


Commodore International Limited and Subsidiaries 
(000s omitted, except per share amounts) 

Year Ended 30 June 

1984 

1983 

1982 

Net sales 

$1,267,200 

$681,200 

$304,500 

Cost of sales 

800,400 

360,400 

159,100 

Gross profit 

466,800 

320,800 

145,400 

Operating expenses: 

Selling, including advertising 

145,700 

138,400 

52,400 

General and administrative 

35,900 

24,100 

18,100 

Research and development 

40,300 

37,400 

17,900 


221,900 

199,900 

88,400 

Income from operations 

Interest expense, net of interest income 

244,900 

120,900 

57,000 

of $1,900, $1,800 and $4,900, respectively 

20,400 

8,000 

6,200 

Income before income taxes and 
extraordinary item 

224,500 

112,900 

50,800 

Provision for income taxes 

80,700 

24,900 

10,200 

Income before extraordinary item 

143,800 

88,000 

40,600 

Extraordinary item 

— 

3,700 

3,700 

Net income 

$143,800 

$ 91,700 

$ 44,300 

Earnings per share: 

Income before extraordinary item 

$ 4.66 

$ 2.86 

$ 1.32 

Extraordinary item 

— 

.12 

.12 

Net income 

$ 4.66 

$ 2.98 

$ 1.44 


The accompanying notes are an integral part of these statements. 
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Gimmodore International Limited and Subsidiaries 
(000s omitted) 



30 June 1984 

30 June 1983 

Assets 



Current Assets: 

Cash, including certificates of deposit 

S 23,100 

$ 23,400 

Accounts receivable, net of allowances 
for doubtful accounts of $14,400 and 
$11,000, respectively 

237,800 

180,000 

Inventories 

308,300 

326,800 

Prepaid expenses 

5,200 

2,500 

Total current assets 

574,400 

532,700 

Property and equipment, at cost 

144,800 

106,500 

Less—accumulated depreciation and amortization 

46,300 

28,600 


98,500 

77,900 

Investment in unconsolidated finance subsidiary 

2,400 

2,200 

Other assets 

3,700 

1,800 


$679,000 

$614,600 

Liabilities and Shareholders’ Equity 



Current Liabilities: 

Loans payable 

$ 4,200 

$ 15,900 

Current portion of long-term debt 

7,800 

5,400 

Accounts payable 

156,100 

246,300 

Accrued liabilities 

37,600 

36,400 

Income taxes payable 

64,200 

23,900 

Total current liabilities 

269,900 

327,900 

Long-term debt 

77,300 

92,000 

Deferred income taxes 

7,400 

4,000 

Shareholders’ Equity 

Common stock, $.01 par value 

Authorized—45,000,000 shares 

Issued and outstanding—30,879,001 and 

30,782,332 shares, respectively 

300 

300 

Contributed surplus 

14,400 

13,700 

Retained earnings 

330,700 

186,900 

Cumulative translation adjustment 

(20,800) 

(10,000) 

Treasury stock—160,162 and 162,000 shares, respectively 

(200) 

(200) 

Total shareholders’ equity 

324,400 

190,700 


$679,000 

$614,600 

The accompanying notes are an integral part of these statements. 




Consolidated 

Balance 

Sheets 






? 
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Commodore International Limited and Subsidiaries 
(000s omitted) 






Common 

Stock 

Contributed 

Surplus 

Cumulative 
Retained Translation 
Earnings Adjustment 

Treasury 

Stock 

Total 

Balance, 30June 1981 $10,100 

$ 600 

$ 50,900 

$ - 

$ — 

$ 61,600 

Net income 

— 

— 

44,300 

— 

— 

44,300 

Reduction in par value 

from $1.00 to $.01 (10,000) 

10,000 

_ 

_ 

_ 

_ 

Issuance of shares 
pursuant to stock split 

100 

(100) 

— 

— 

— 

— 

Exercise of employee 
stock options 

_ 

200 

— 

— 

— 

200 

Acquisition of treasury' 
shares pursuant to 
court order 





(200) 

(200) 

Balance, 30 June 1982 

200 

10,700 

95,200 

— 

(200) 

105,900 

Net income 

— 

— 

91,700 

— 

— 

91,700 

Effect of restating asset 
and liability balances of 

1 July 1982 for adoption 
of FAS No. 52 




(4,200) 


(4,200) 

Foreign currency translation 
adjustments for period 

_ 

_ 

— 

(5,800) 

— 

(5,800) 

Issuance of shares pursuant 
to stock split 

100 

(100) 

— 

— 

— 

— 

Exercise of employee 
stock options, including 
income tax benefits 


3,100 




3,100 

Balance, 30 June 1983 

300 

13,700 

186,900 

(10,000) 

(200) 

190,700 

Net income 

— 

— 

143,800 

— 

— 

143,800 

Foreign currency translation 
adjustments for period 

_ 

_ 

_ 

(10,800) 

— 

(10,800) 

Exercise of employee stock 
options 

_ 

400 

— 

— 

— 

400 

Issuance of stock in lieu of 
cash as compensation 

— 

200 

— 

— 

— 

200 

Sale of treasury stock to 
employees 

_ 

100 

_ 

_ 

_ 

100 

Balance, 30 June 1984 $ 

300 

$ 14,400 

$330,700 

$(20,800) 

$(200) 

$324,400 


The accompanying notes are an integral part of these statements. 


22 























Commodore International Limited and Subsidiaries 
(000s omitted) 




Year Ended 30June 

1984 

1983 

1982 

Working Capital was Provided by: 

Income before extraordinary item 

$143,800 

$88,000 

$40,600 

Items not requiring working capital— 

Depreciation and amortization 

19,500 

14,400 

7,800 

Deferred income taxes and other 

3,400 

1,900 

600 

Total working capital provided by operations 

166,700 

104,300 

49,000 

Extraordinary item 

— 

3,700 

3,700 

Increase in long-term debt 

— 

47,600 

12,400 

Net book value of property and equipment retired 

1,000 

2,500 

700 

Proceeds, including income tax benefits and 
compensation, from issuance of stock 

700 

3,100 

200 

Total working capital provided 

168,400 

161,200 

66,000 

Working Capital was Applied to: 

Purchase of property and equipment 

42,700 

46,400 

25,400 

Decrease in long-term debt 

14,700 

— 

— 

Effect of exchange rate changes on working capital 

9,200 

8,800 

— 

Investment in unconsolidated finance subsidiary 

— 

— 

2,000 

Increase in other assets 

2,100 

300 

800 

Acquisition of treasury shares 

— 

— 

200 

Total working capital applied 

68,700 

55,500 

28,400 

Increase in working capital 

$99,700 

$105,700 

$37,600 

Analysis of Increase in Working Capital: 

Increase (decrease) in current assets— 

Cash 

$ (300) 

$16,600 

$ (2,700) 

Accounts receivable 

57,800 

98,500 

33,400 

Inventories 

(18,500) 

234,500 

39,500 

Prepaid expenses 

2,700 

800 

400 


41,700 

350,400 

70,600 

Increase (decrease) in current liabilities— 

Loans payable 

(11,700) 

12,400 

(400) 

Current portion of long-term debt 

2,400 

900 

1,600 

Accounts payable and accrued liabilities 

(89,000) 

217,600 

28,000 

Income taxes payable 

40,300 

13,800 

3,800 


(58,000) 

244,700 

33,000 

Net increase in working capital 

99,700 

105,700 

37,600 

Working capital, beginning of year 

204,800 

99,100 

61,500 

Working capital, end of year 

$304,500 

$204,800 

$99,100 


The accompanying notes are an integral part of these statements. 
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Notes to 
Consolidated 
Financial 
Statements 


Commodore International Limited and Subsidiaries 
30 June 1984 

1. Summary of Accounting Policies 

The consolidated financial statements of 
Commodore International Limited and Sub¬ 
sidiaries have been prepared in accordance 
with accounting principles generally accepted in 
the United States. Within those principles, the 
Company’s more important accounting policies 
are set forth below. 

Principles of Consolidation 

The consolidated financial statements include 
the accounts of all majority-owned subsidiaries 
except for Commodore Credit Inc., the Com¬ 
pany’s finance subsidiary, as its operations 
are dissimilar to the manufacturing and mar¬ 
keting operations of the consolidated group. 

All significant intercompany accounts, trans¬ 
actions and profits have been eliminated. 

Translation of Non-U.S. Currencies 

Effective 1 July 1982, the Company adopted 
the U.S. Financial Accounting Standard No. 
52-Foreign Currency Translation. Under this 
method, all assets and liabilities recorded in 
functional currencies other than U.S. dollars 
are translated at current exchange rates. The 
resulting adjustments are charged or credited 
directly to cumulative translation adjustment 
in the shareholders’ equity section of the 
consolidated balance sheets. Sales and expenses 
are translated at the weighted average exchange 
rates for the period. All transaction gains and 
losses are included in income in the period in 
which they occur. Realized currency losses of 
$6.5 million were included in the consolidated 
statement of operations in fiscal 1984. The 
amounts for 1983 and 1982 were not material. 
As permitted by the Standard, the consolidated 
financial statements for years prior to fiscal 1983 
have not been restated. 

Inventories 

Inventories are stated at the lower of cost 
(principally first-in, first-out) or market, and 
are inclusive of material, labor and overhead. 
Intercompany profits are eliminated from 
inventory valuations. Inventories consisted of 
the following (000s omitted): 

30 June 



1984 

1983 

Raw materials and 



work-in-process 

$ 181,800 

$199,400 

Finished goods 

126,500 

127,400 


$ 308,300 

$326,800 


Research and Development Costs 

The Company expenses all research and 
development costs, including software 
development costs, as incurred. 


Property and Equipment 

Major classes of property and equipment were as 
follows (000s omitted): 



30 June 

Estimated 

Description 

1984 

1983 

Useful Lives 

Land 

$ 2,500 $ 

1,900 


Machinery and 
equipment 

94,900 

72,500 

3-10 Years 

Buildings and 
improvements 

24,100 

18,900 

10-40 Years 

Furniture and 
fixtures 

6,000 

4,500 

3-10 Years 

Tooling 

5,500 

3,800 

2-5 Years 

Leasehold 

improvements 

11,800 

4,900 

Life 

of Lease 


$ 144,800 $106,500 



Depreciation has been provided over the 
estimated useful lives of the assets using 
primarily the straight-line method. Expendi¬ 
tures for additions, renewals and betterments 
are capitalized. Maintenance and repairs 
are expensed as incurred. Upon sale or 
other disposition, the applicable amounts of 
asset cost and accumulated depreciation are 
removed from the accounts and the net amount, 
less proceeds from disposal, is charged or 
credited to income. 

Income Taxes 

The Company and its subsidiaries compute taxes 
on income in accordance with the tax rules and 
regulations of the many taxing jurisdictions 
where the income is earned. The income tax 
rates imposed by these taxing jurisdictions vary 
substantially. Taxable income may differ from 
pretax income for financial accounting purposes. 
To the extent that differences are due to expense 
items reported in one period for tax purposes 
and in another period for financial accounting 
purposes, appropriate provision for deferred 
income taxes is made. The Company does not 
provide income taxes on undistributed earnings 
of foreign subsidiaries because these earnings 
are permanently reinvested. 

Investment credits and other allowances 
provided by income tax laws of the United States 
and other countries are credited to current 
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income tax expense under the flow-through 
method of accounting. 

Earnings Per Share 

Earnings per share are calculated using 
the weighted average number of shares of 


common stock and common stock equivalents 
(stock options) outstanding during each 
year. The weighted average number of shares 
used to compute earnings per share was 
30,859,000, 30,809,000 and 30,800,000 in 1984, 
1983 and 1982, respectively. 


2. Income Taxes 


The provision for income taxes consisted of the 
following (000s omitted): 



1984 

1983 

1982 

Current 

U.S. Federal 

U.S. state 

Non-U.S. 

$ 24,600 

5,000 

47,700 

$13,000 

3,200 

6,600 

$6,900 

1,500 

1,200 

Subtotal 

77,300 

22,800 

9,600 

Deferred: 

U.S. Federal 
Non-U.S. 

3,000 

400 

2,100 

600 

Subtotal 

3,400 

2,100 

600 

Total 

$ 80,700 

$24,900 

$10,200 


Non-U.S. earnings before income taxes and 
extraordinary item amounted to $160 million 
in 1984, $82 million in 1983 and $41 million in 
1982. Deferred taxes arose principally from tax 
depreciation being in excess of depreciation for 
financial accounting purposes. 

The Company, which is incorporated in the 
Bahamas, and its subsidiaries are engaged in 
business in countries with statutory tax rates 
ranging frbm zero to approximately 57%. The 
difference between the U.S. Federal income tax 
rate of 46% and the Company’s effective tax rates 


of 36%, 22% and 20% in 1984, 1983 and 1982, re¬ 
spectively, was due principally to operations in 
countries which do not levy income taxes or in 
which the tax rates were significantly lower than 
the U.S. rate. The higher rate in 1984 is the result 
of increased profitability in countries with high 
tax rates. U.S. state income taxes, net of the 
Federal tax benefit, increased the effective tax 
rate by 1.2% in 1984,1.5% in 1983 and 1.6% in 
1982. In 1984 U.S. investment tax credits of $1.6 
million reduced the effective tax rate by less than 
1%. The 1983 effective rate was reduced by 3-5% 
as a result of U.S. investment tax credits of $2.0 
million generated in 1983 and $2.0 million 
carried forward from 1982 and prior years. 

During the second quarter of fiscal 1984, 
the Internal Revenue Service (“IRS”) began a 
routine audit of the Company’s U.S. subsidiaries 
for fiscal years 1981 and 1982. In view of the 
Company's extensive international operations 
and the IRS’s increased focus on the activities 
of multinational companies, it is likely that 
deficiencies could be proposed. Management 
believes that the probable outcome of the IRS 
audit should not materially affect the consol¬ 
idated financial position of the Company. 

Utilization of prior year loss carryforwards has 
been treated as an extraordinary item in the 
consolidated statements of operations. 


3. Commodore Credit Inc. 


On 30 June 1982, the Company entered into an 
operating agreement with Commodore Credit 
Inc., a finance subsidiary. The investment in this 
subsidiary is carried on the equity basis. The 
finance subsidiary from time to time purchases 
receivables without recourse from the Company. 
The Company is reimbursed for certain 
administrative services rendered to the finance 
subsidiary and is required to maintain net 
earnings of the finance subsidiary at a multiple of 
fixed charges. 

Condensed financial information for the 
finance subsidiary' is as follows (000s omitted): 


30 June 

1984 1983 


Assets: 



Cash 

$ 300 

$ 250 

Accounts receivable 

12,600 

12,150 


$ 12,900 

$12,400 

Liabilities and 



Shareholder’s Equity: 



Notes payable 

$ 10,000 

$10,000 

Accrued liabilities 

200 

— 

Income taxes payable 

300 

200 

Shareholder’s equity 

2,400 

2,200 


$ 12,900 

$12,400 
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4. Loans Payable 

As of 30 June 1984, the Company had unused 
short-term lines of credit of $127 million 
available in various currencies which permit 
borrowings at interest rates based upon prime, 
base rate, bankers’ acceptances or cost of funds. 
Interest rates vary from country to country 
depending upon local conditions. In certain 
countries, under various informal and un¬ 
restricted arrangements, the Company 
maintains compensating balances to 
support credit facilities and services. 


The maximum month-end short-term 
borrowings during 1984 were $112.4 million 
(1983—$33-4 million; 1982—$43.0 million). 

The average month-end borrowings outstanding 
during 1984 were $52.0 million (1983—$23.6 
million; 1982—$29.6 million) at a weighted 
average interest rate of 11.0% (1983—12.8%; 

1982—16.4%). As of 30 June 1984 the weighted 
average interest rate was 12.7% (1983-—12.4%; 
1982—15.3%). 


5. Long-Term Debt 



30 June 

(000s omitted) 

1984 

1983 

Revolving credits: 
United States 

$ 31,000 

$60,000 

Canada 

6,100 

3,200 

Australia 

5,200 

— 

Real estate mortgages, 
6.5% to 14.38%, due 



in varying amounts 
through 2005 
Capitalized equipment 
lease obligations 

8,900 

2,600 

averaging 10.5% (1983— 
payable in varying 

-9.7%) 


amounts through 2003 

33,400 

31,100 

Other 

500 

500 


85,100 

97,400 

Less—Current portion 

7,800 

5,400 


577,300 

$92,000 


On 27 June 1984, a Revolving Credit Agree¬ 
ment for $100 million was consummated by 
Commodore Business Machines, Inc., a U.S. 
subsidiary, with a consortium of banks. The 
credit available under the agreement will be 
reduced quarterly beginning 30June 1986 
through 30 June 1989. The initial commitment 
reduction period may be successively deferred 
for periods of one year at the request of the 
company with the consent of the banks. This 
Agreement replaced a similar $60 million 
Revolving Credit Agreement dated 27 May 1983. 
On 30 June 1984, $31 million was outstanding 
(1983—$60 million) and the average interest 
rate was 13.0% (1983—10.17%). 

On 30June 1984, a Revolving Credit 
Agreement for Canadian $15.0 million (U.S. 

$11.4 million) was committed to a Canadian 
subsidiary by a bank. The credit may be 


converted upon six months notice of either the 
Company or the bank into a four-year term loan 
amortizing semi-annually. This facility replaced 
a two-year revolving credit agreement which was 
convertible into a three-vear term loan repayable 
in eight equal quarterly installments beginning 
30 September 1984. On 30 June 1984, Canadian 
$8.0 million (U.S. $6.1 million) was outstanding 
at an interest rate of 11.5%. 

On 17 October 1983, an acceptance facility for 
Australian $6.5 million (U.S. $5.6 million) was 
consummated by an Australian subsidiary with a 
bank. The facility remains available until July, 
1985. On 30 June 1984, Australian $6.1 million 
(U.S. $5.2 million) was outstanding at an interest 
rate of 12.9%. 

The revolving credit agreements provide for 
pricing options based upon prime, base rates, 
London Interbank Offered Rate (LIBOR), 
bankers’ acceptances or cost of funds. Among 
other restrictions, the revolving credit 
agreements require the Company and certain 
subsidiaries to maintain certain financial ratios 
and minimum levels of working capital and net 
worth. Retained earnings available for dividends 
and the acquisition of capital stock was $28 
million as of 30 June 1984. The Company 
maintains compensating balances which are 
not legally restricted. 

Approximate annual maturities of long-term 
debt as of 30 June 1984 are as follows (000s 
omitted): 


1985 

$ 7,800 

1986 

17,700 

1987 

17,000 

1988 

15,600 

1989 

13,200 

Later years 

13,800 

$85,100 
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6. Common Stock 


Stock Splits 

On 26 May 1983, the Company made a two-for- All share data, as appropriate, in the financial 
one stock split by issuing one additional share statements and notes thereto have been adjusted 
for each share outstanding. for the stock split. 


Stock Options 

As of 30 June 1984,361,334 shares were reserved 
for issuance pursuant to the 1980 Stock Option 
Plan. The Plan provides for certain officers and 
key employees to purchase up to 2,250,000 
shares of the Company’s common stock. The 
options expire six years from the date of grant 
and are generally exercisable in annual incre¬ 
ments of 20% beginning one year from the date 
of grant. As of 30 June 1984, options were held 
by 73 employees and range in exercise price 
from $3.74 to $54.00 per share. There were 
72,694 shares exercisable under the terms of the 
Plan as of 30 June 1984. These options expire on 
various dates from June 1986 to May 1990. 
Option activity relating to the 1980 Plan during 
1983 and 1984 was as follows: 



Number 

Average 



of 

Price Per 



Shares 

Share 

Total 

Outstanding as 
of 30 June 1982 

528,100 

$ 9.84 

$5,198,000 

Granted 

154,000 

34.82 

5,362,000 

Exercised 

(79,774) 

7.09 

(565,000) 

Cancelled 

(116,864) 

10.14 

(1,186,000) 

Outstanding as 
of 30 June 1983 

485,462 

$18.15 

$8,809,000 



Number 

Average 



of 

Price Per 



Shares 

Share 

Total 

Outstanding as 
of 30 June 1983 

485,462 

$18.15 

$8,809,000 

Granted 

121,000 

39.00 

4,719,000 

Exercised 

(74,628) 

5.98 

(446,000) 

Cancelled 

(170,500) 

25.55 

(4,356,000) 

Outstanding as 
of 30 June 1984 

361,334 

$24.15 

$8,726,000 


During fiscal 1984 special options for 16,041 
shares were exercised at an aggregate exercise 
price of $21,000 and during fiscal 1983 special 
options for 130,418 shares were exercised at an 
aggregate exercise price of $830,000. Under the 
1974 Stock Option Plan options for 152,186 
shares were exercised in fiscal 1983 at an 
aggregate exercise price of $274,000. As of 30 
June 1984, the only outstanding options were 
those that exist under the 1980 Plan. 

When options are exercised the proceeds, 
including any applicable income tax benefit, 
are credited to common stock and contrib¬ 
uted surplus. 


7. Leases 


The Company leases certain machinery and 
equipment, manufacturing facilities, warehouses 
and administrative offices with terms expiring at 
various dates to 2003. Typically, the Company 
pays property taxes, and insurance and mainte¬ 
nance expenses related to the leased property. 
The gross value of property included under 
capital leases as of 30 June 1984 and 1983 was 
$50.6 million and $41.2 million, respectively. 

The related accumulated amortization as of 30 
June 1984 and 1983 was $18.6 million and $10.9 
million, respectively. Amortization expense of 
property under capital leases was $7.7 million 
in 1984, $5.2 million in 1983 and $3.4 million 
in 1982. Total rental expense under operating 
leases was $2.9 million in 1984, $3.1 million in 
1983 and $2.5 million in 1982. Minimum future 


obligations on leases as of 30 June 1984 are as 
follows (000s omitted): 


Capital Operating 
Leases Leases 

1985 

$11,100 

$ 2,400 

1986 

10,000 

1,900 

1987 

7,400 

1,400 

1988 

4,800 

1,300 

1989 

2,300 

1,100 

Later years 

35,500 

4,500 

Total minimum obligations 

$71,100 

$12,600 

Less—Amounts representing 



interest 

37,700 


Present value of net 
minimum obligations 

$33,400 
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8. Product and Geographic Segment Information 

Product Segments 

In fiscal 1984 the Company’s business primarily 
consisted of the design, manufacture and mar¬ 
keting of microcomputer systems. For prior 
years information relating to business segments 
was as follows: 

Semi- 


(0008 omitted) 

Computer 

Systems 

conductor 

Components 

Other 

Eliminations 

Consolidated 

1983 

Sales to unaffiliated customers 
Intersegment sales 

$653,500 

$10,100 

75,600 

$17,600 

2,600 

<g _ 

(78,200) 

$681,200 

Net sales 

653,500 

85,700 

20,200 

(78,200) 

681,200 

Income from operations 

116,700 

7,700 

1,100 

(4,600) 

120,900 

Interest expense, net 





(8,000) 

Income before income taxes and 
extraordinary item 





112,900 

Identifiable assets 

549,600 

61,300 

10,200 

(6,500) 

614,600 

Depreciation expense 

6,200 

7,600 

600 

— 

14,400 

Capital expenditures 

29,900 

16,400 

100 

— 

46,400 

1982 

Sales to unaffiliated customers 

$228,200 

$59,800 

$16,500 

$ - 

$304,500 

Intersegment sales 

— 

14,200 

2,200 

(16,400) 

— 

Net sales 

228,200 

74,000 

18,700 

(16,400) 

304,500 

Income (loss) from operations 

53,600 

6,800 

(2,600) 

(800) 

57,000 

Interest expense, net 





(6,200) 

Income before income taxes and 
extraordinary item 





50,800 

Identifiable assets 

175,700 

49,800 

11,800 

(1,900) 

235,400 

Depreciation expense 

2,400 

4,700 

700 

— 

7,800 

Capital expenditures 

4,900 

19,800 

700 

— 

25,400 


Note: In fiscal 1982, one customer of the Semiconductor Components segment accounted for 12.8% of consolidated net sales. 
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Geographic Segments 


(000s omitted) 

North 

America 

Europe 

Asia/Australia 

Eliminations 

Consolidated 

1984 

Sales to unaffiliated customers 
Intersegment sales 

$ 761,200 

91,100 

$ 463,600 

715,900 

$ 42,400 
655,700 

s _ 

( 1 , 462 , 700 ) 

$ 1 , 267,200 

Net sales 

852,300 

1 , 179,500 

698,100 

( 1 , 462 , 700 ) 

1 , 267,200 

Income from operations 

79,500 

157,100 

11,500 

( 3 , 200 ) 

244,900 

Interest expense, net 





( 20 , 400 ) 

Income before income taxes 





224,500 

Identifiable assets 

372,200 

195,400 

159,700 

( 48 , 300 ) 

679,000 

Depreciation expense 

14,000 

2,000 

3,500 

— 

19,500 

Capital expenditures 

23,500 

10,700 

8,500 

— 

42,700 

1983 

Sales to unaffiliated customers 
Intersegment sales 

$ 500,600 

111,700 

$ 155,600 

496,100 

$ 25,000 
322,800 

(£ _ 

( 930 , 600 ) 

$ 681,200 

Net sales 

612,300 

651,700 

347,800 

( 930 , 600 ) 

681,200 

Income from operations 

44,100 

104,700 

4,000 

( 31 , 900 ) 

120,900 

Interest expense, net 





( 8 , 000 ) 

Income before income taxes and 
extraordinary item 





112,900 

Identifiable assets 

385,100 

129,800 

143,700 

( 44 , 000 ) 

614,600 

Depreciation expense 

11,500 

1,300 

1,600 

— 

14,400 

Capital expenditures 

33,000 

5,900 

7,500 

— 

46,400 

1982 

Sales to unaffiliated customers 
Intersegment sales 

$ 174,300 

47,300 

$ 106,000 

93,200 

$ 24,200 

65,500 

g _ 

( 206 , 000 ) 

$ 304,500 

Net sales 

221,600 

199,200 

89,700 

( 206 , 000 ) 

304,500 

Income from operations 

17,800 

47,200 

1,100 

( 9 , 100 ) 

57,000 

Interest expense, net 





( 6 , 200 ) 

Income before income taxes and 
extraordinary item 





50,800 

Identifiable assets 

140,300 

79,200 

28,000 

( 12 , 100 ) 

235,400 

Depreciation expense 

6,500 

700 

600 

— 

7,800 

Capital expenditures 

20,900 

2,900 

1,600 

— 

25,400 
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9. Commitments and Contingencies 

The Company and its subsidiaries are parties 
to a number of lawsuits. In the opinion of 
management and the Company’s counsel, none 
of the lawsuits will result in any material ad¬ 
verse liability. 


At 30 June 1984 the Company’s Italian subsid¬ 
iary, in the normal course of business, dis¬ 
counted with recourse certain receivables 
amounting to $8.8 million. 


10. Related Party Transactions 

Certain individuals who are, by definition, con¬ 
sidered to be related parties, have conducted 
business transactions with the Company as in¬ 
dividuals and/or through unaffiliated business 
entities of which they are principals. The Com¬ 
pany believes that all such transactions were 


consummated on terms equivalent to those pre¬ 
vailing in arm’s length transactions. Aggregate 
related party transactions do not represent a 
material portion of the Company’s normal 
business transactions. 


11. Quarterly Financial Information (unaudited) (000s omitted, except per share amounts) 


For the Year Ended 30 June 1984 

First 

Second 

Third 

Fourth 

Year 

Net sales 

$209,300 

$431,400 

$326,200 

$300,300 

$1,267,200 

Gross profit 

79,500 

159,200 

118,100 

110,000 

466,800 

Income from operations 

36,300 

79,200 

58,300 

50,700 

224,500 

Provision for income taxes 

12,000 

29,100 

22,000 

17,600 

80,700 

Net income 

$ 24,300 

$ 50,100 

$ 36,300 

$ 33,100 

$ 143,800 

Earnings per share 

$ .79 

$ 1.62 

$ 1.18 

$ 1.07 

$ 4.66 

For the Year Ended 30 June 1983 

Net sales 

$ 103,300 

$ 176,300 

$ 189,600 

$ 212,000 

$ 681,200 

Gross profit 

51,600 

85,200 

89,900 

94,100 

320,800 

Income from operations 

16,800 

29,300 

31,800 

35,000 

112,900 

Provision for income taxes 

3,500 

6,300 

6,800 

8,300 

24,900 

Income before extraordinary item 

13,300 

23,000 

25,000 

26,700 

88,000 

Extraordinary item 

1,600 

2,100 

— 

— 

3,700 

Net income 

$ 14,900 

$ 25,100 

$ 25,000 

$ 26,700 

$ 91,700 

Earnings per share: 

Before extraordinary item 

$ .44 

$ .74 

$ .81 

$ .87 

$ 2.86 

Extraordinary item 

.05 

.07 

— 

— 

.12 

Net income 

$ .49 

$ .81 

$ .81 

h- 

CO 

GO 

$ 2.98 
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12. Supplementary Financial Information Adjusted For 
Changing Prices (Unaudited) 


In accordance with the U.S. Financial Accounting 
Standard No. 33, supplementary unaudited 
financial data is presented in the tables below. 
Since this information involves the use of 
assumptions, estimates and subjective judg¬ 
ments, the data does not necessarily represent 
a precise measurement of the effects of inflation 
on the Company. 

As a significant portion of the Company's 
operations is measured in currencies other than 
the U.S. dollar, the information has been pre¬ 
sented under the current cost method only. 
Specific price indices were used to determine 
the current cost of property' and equipment. 
Depreciation expense for fiscal 1984 was based 
on the current cost asset values and the same 
depreciation methods and useful lives as used in 
the historical cost financial statements. No 
adjustment was made to inventories or cost of 
sales (other than the restated depreciation com¬ 
ponent ) because historical cost approximated 
current cost. No adjustment was made to net 
sales, other expenses and interest since they 
already approximated current cost. As required 
by the disclosure requirements, no adjustment 
was made to income taxes. 


Current Cost 

Increase in current cost 



of inventories and property 
and equipment (net) 
held during the year 

s 

1.2 

Effect of increase in general 
price level 


14.6 

Excess of increase in 
general price level over 
increase in specific prices 
( $5.7 in 1983) 

s 

13.4 


As of 30 June 198-t, the current cost of net assets, 
stated in average fiscal 1984 dollars, was $325.4 
million ($200.0 million at 30June 1983). Current 
cost income before extraordinary item for 1983, 
stated in average 198-4 dollars, was $90.0 million, 
or $2.92 per share. 

As required by Financial Accounting Standard 
No. 33, the purchasing power gain or loss from 
holding monetary assets and liabilities must be 
disclosed. In periods of inflation companies 
which hold cash and other monetarv assets lose 


Consolidated Statement of Income Adjusted 
for Effects of Changing Prices For Year Ended 30 
June 1984 

(millions, except per share amounts) 


As Reported Current Cost 


Net sales 

$1,267.2 

$1,267.2 

Cost of sales 


800.4 


801.7 

Operating expenses 


221.9 


222.0 

Interest expense, net 
Provision for 


20.4 


20.4 

income taxes 


80.7 


80.7 

Net income 

$ 

143.8 

$ 

142.4 

Net income per share 

$ 

4.66 

$ 

4.61 

Depreciation and 
amortization expense 
included in costs and 
expenses above 

$ 

19.5 

$ 

20.9 

Inventories and property 
and equipment (net) 
at 30 June 1984 

$ 

406.8 

S 

414.1 


purchasing power since these assets will pur¬ 
chase fewer goods and services at the end of 
the year. Conversely, companies which have 
liabilities of fixed amounts gain purchasing 
power because these obligations are payable in 
dollars of reduced value. During fiscal 1984 the 
Company's monetary liabilities exceeded the 
monetary assets and the purchasing power gain, 
as defined, was $6.4 million. The Company’s 
purchasing power gain in 1983, stated in average 
1984 dollars, was $3.4 million. 

Following is a five-year comparison of 
selected financial information adjusted for 
changing prices: 

Market Price Per 

Net Sales in Common Share Average Annual 

Millions of at Year-End in Consumer Price 

Constant 1984 Constant 1984 Index-Urban 

Dollars Dollars (CPI-U) 


1984 

$1,267.2 

$26.62 

304.9 

1983 

706.2 

55.23 

294.1 

1982 

329.3 

20.46 

281.9 

1981 

219.1 

16.95 

259.4 

1980 

164.6 

4.46 

232.6 
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Auditors' 
Report and 
Common 
Stock 

Information 


Auditors’ Report __ 

To the Shareholders of Commodore International Limited: 

We have examined the consolidated balance sheets of Commodore International Limited (a 
Bahamian Corporation) and consolidated subsidiaries as of 30June 1984 and 1983, and the related 
consolidated statements of operations, shareholders’ equity and changes in financial position for 
each of the three years in the period ended 30 June 1984. Our examinations were made in accordance 
with generally accepted auditing standards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of 
Commodore International Limited and consolidated subsidiaries as of 30 June 1984 and 1983, and 
the results of their operations and changes in their financial position for each of the three years in the 
period ended 30 June 1984, in conformity with generally accepted accounting principles applied on 
a consistent basis subsequent to the change made as of 1 July 1982 in the method of accounting for 
foreign currency translation as explained in Note 1 to the Consolidated Financial Statements. 


Philadelphia, Pa., /~7?~s-c$-i f -*■> V 

3 August 1984 


Common Stock Information 

The Company’s shares are listed on the New York Stock Exchange. 

The high and low quarterly common stock prices for the past two fiscal years were 

as follows: 


Fiscal 1984 

Fiscal 1983 


High — Low 

High—Low 

First Quarter (30 September) 

$54V8-37Vz 

$19 3 /4-13Yi6 

Second Quarter (31 December) 

45 1 /4-29 3 A 

42 9 /i6-17% 

Third Quarter (31 March) 

49%-28 

43V8-29V4 

Fourth Quarter (30 June) 

39 5 /s-23V4 

60 5 /8-357i6 


Common stock prices have been adjusted to reflect the stock split during fiscal 1983. 


COMMODORE & CBM are registered trademarks of Commodore Electronics, Ltd. 
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